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COMMODITY FUTURES TRADING COMMISSION
Legislation (S.2391) to reauthorize the Commission for six more years was approved 
on 4/19/78 by the Senate Agriculture Committee. (Without reauthorization, the 
Commission will cease to exist on 9/30/78). In addition, the Committee rejected 
proposals that would have assigned jurisdiction over certain types of futures 
trading to the Securities and Exchange Commission and the Treasury Department, 
and an Administration proposal to abolish the CFTC and create in its place a 
new agency similar to the Environmental Protection Agency. As approved, S.2391 
would allow the President to designate one of the five members of the Commission 
as chairman. In addition, it would give Congressional backing to the recent 
ban on commodity options trading, while creating an exemption for "trade 
options", which are sold between commodity firms, and for "dealer" options, 
which are sold by a small number of firms and involve gold and silver.
In a related development, the House Agriculture Subcommittee on Conservation 
and Credit began markup of its CFTC reauthorization bill (HR 10285) last week.
HR 10285 is similar to S.2391 but would only reauthorize the Commission for 
four more years.
FEDERAL COMMUNICATIONS COMMISSION
A final decision amending certain annual report forms used by telephone, telegraph, 
Ocean cable, and radio telegraph carriers was published in the 4/20/78 Fed.
Reg. , pp.16736-39. The amendments include changes in the reporting requirements 
for the compensation of employees other than officers and directors which will 
result in a reduction of the reporting burden. These changes will affect 
Report Forms M, O, and R for the 1978 report year. For additional information 
contact Gary R. Oddi at 202/632-3863.
FEDERAL MARITIME COMMISSION
Proposed rules to revise the FMC regulation for reporting financial responsibility
for water pollution were published in the 4/20/78 Fed. Reg., pp. 16772-83. The
rules provide for the issuance of Certificates of Financial Responsibility (CFR) 
which, when carried aboard vessels, permit such vessels to lawfully use the 
navigable waters of the U.S. The proposal includes a requirement for the 
annual submission of balance sheets and statements of income to be certified 
by an independent CPA.
FEDERAL RESERVE BOARD
A staff study of the financial and economic implications of the growth of the bank
holding company movement has been submitted to the Senate Banking Committee.
The primary areas covered by the study are the effect of bank holding companies 
on efficiency and performance of subsidiaries, bank soundness, competition, 
concentration of resources, and public benefits, convenience and needs.
A new version of the controversial Safe Banking Act has been introduced by Rep.
St. Germain (D-RI). The new proposal, HR 12208, incorporates the Treasury 
Department’s recommendations on banking reform. However, Mr. St. Germain 
is not completely satisfied with HR 12208 because it does not address some 
major problems, including conflict of interest in regulatory agencies and 
federal chartering of mutual savings banks. The proposal does include 
provisions on disclosure and change of controls which carry "the thrust 
of the Safe Banking Act". Provisions of the Safe Banking Act which have
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been carried over intact include: the establishment of an Examination Council 
to develop uniform bank supervision standards; new supervisory powers on the 
removal of officers; limitations on loans to "political committees" controlled 
by insiders; and the FDIC "housekeeping" amendments.
GENERAL ACCOUNTING OFFICE
"Illustrative Accounting Procedures for Federal Agencies" is the title of a recent 
publication which provides guidelines for accounting for automatic data 
processing costs. The GAO has concluded that adequate cost data is generally 
unavailable for making cost-benefit decisions involving the use of computer 
center services, and the guidelines set forth in this publication are designed 
to remedy this situation. The pamphlet includes sections on identifying 
automatic data processing activities and significant cost elements, accounting 
for depreciation, and accounting for operating costs. Copies of this booklet 
are available from the GAO (S/N FGMS-78-19).
INTERSTATE COMMERCE COMMISSION
The 1977 Annual Report is now available. The report documents the manner in which 
the Commission has carried out its responsibilities over the past year, with 
an analysis of the condition of the industries it regulates. Highlights of 
the year’s activities include: reevaluation of rate regulation, including 
regulation of rate bureaus; the establishment of agency-wide goals and 
development of techniques for establishing accountability; creation of a 
Small Business Assistant Office; and reductions in the reporting and paperwork 
burdens. Copies of the report are available from the GPO for $2.75 each (S/N 
026-000-01096-9).
TREASURY, DEPARTMENT OF
A sale and leaseback transaction has been upheld for tax purposes by the U.S. 
Supreme Court. (Frank Lyon Co. v. U.S. decided 4/18/78). The Court found 
that "a genuine multiple-party transaction with economic substance which is 
compelled or encouraged by business or regulatory realities, is imbued with 
tax-independent considerations and is not shaped solely by tax avoidance 
features." In this case, a sale and leaseback agreement was entered into 
by a seller-lessee which was a bank and a buyer-lessor an outside investor.
In addition, two other parties provided financing for the transaction.
The court held the sale and leaseback valid for tax purposes despite the fact 
that the rent payable by the lessee equalled the principle and interest payable 
by the lessor to the other financers.
A re-examination of the Glass-Steagall Act of 1933 to meet the changing financial 
market conditions is being promoted by Comptroller of the Currency John 
Heimann. The Act, which places numerous restrictions on the securities 
activities of commercial banks, is currently under study by the Senate Banking 
Subcommittee on Securities. Mr. Heimann is urging that consideration be given 
to the following concerns in an effort to make the Act more responsive to 
current market conditions: the public benefits of competition between all 
types of financial intermediaries; the safety, soundness and viability of 
our financial systems; the impact of governmental supervisory policies; the 
maintenance of sufficient flexibility in regulations to permit innovative 
responsiveness in the market system; and vigilance for conflict of interest 
which distinguishes between the potential for occasional risk or wholesale 
abuse.
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Temporary regulations on information returns for carryover basis property have
been issued by the IRS. (See the 4/20/78 Fed. Reg., pp. 16734-35). The
temporary regulations give executors of estates of decendents who died after 
12/31/76 guidance on how to comply with changes made by the Tax Reform Act 
of 1976. The law requires that information must be furnished to the IRS and 
to beneficiaries about the carryover basis property. It can either be provided 
on the estate return or on the Form 5970 if no estate tax return is required 
to be filed. For more information, contact William D. Gibbs at 202/566-3293.
Proposed rules on the new jobs tax credit appeared in the 4/3/78 Fed. Reg.,
Simplification Act of 1977. The proposed regulations would affect all 
partners, beneficiaries of estates and trusts, and shareholders of subchapter 
S corporations seeking the benefit of the job tax credit. They would be 
effective for taxable years beginning after 12/31/76 and would apply to 
credit carrybacks for these years. Comments on the proposal and requests for 
a hearing are due by 6/2/78.
SPECIAL: AICPA TO H O W  HEARING ON ISSUE OF AUDIT COMMITTEES
The issue of whether the AICPA should require audit committees to assist a company's 
independent directors and auditors will be discussed at a public hearing to 
be held on 5/31/78 at the Hyatt Regency O'Hare in Chicago, Illinios. Other topics 
at the hearing will include whether such a requirement should apply to all public 
entities, all SEC registrations or certain SEC registrants, the composition of 
audit committees, member independence and qualifications, specific duties, 
potential economic and competitive impact of a possible requirement and 
implementation of the requirement. For more information on the hearing, contact 
the AICPA at 212/575-6200.
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